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SUBSTI TUTE SENATE BI LL 6327

St ate of WAshi ngt on 590th Legislature 2006 Regul ar Session

By Senate Commttee on International Trade & Econom c Devel opnent
(originally sponsored by Senators Shin, Swecker, Pflug, Rockefeller
McAuliffe, Doumt, Franklin, Rasnussen, Thibaudeau, Berkey, Keiser,
Schoesl er, Shel don and Fairl ey)

READ FI RST TI ME 02/ 02/ 06.

AN ACT Relating to financing | ocal econom c devel opnent projects;
anendi ng RCW 43. 163. 010; adding a new section to chapter 82.29A RCW
and addi ng a new chapter to Title 43 RCW

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. (1) The legislature finds that, in many
areas of the state, the lack of necessary infrastructure and vacant
brownfields act as an inpedi nent to econom c grow h.

(2) The legislature further finds that public inprovenents to
brownfields, carried out in accordance wth | ocal econom c devel opnent
pl ans, will encourage investnent in job-producing private devel opnent
and wi Il expand the public tax base.

(3) The legislature intends, through this act, to pronote and
facilitate the orderly developnent and economc stability of
communities in the state. It is the purpose of this chapter to provide
financial resources to assist local jurisdictions in the financing of
public inprovenents which are needed to encourage private devel opnent
where this devel opnent woul d not otherw se occur due to the presence of
contam nated property and ot her environnmental considerations.
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NEW SECTION. Sec. 2. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Authority" neans the Washi ngton econom c devel opnent finance
authority created in chapter 43.163 RCW

(2) "Brownfield" neans abandoned, idled, or underused property,
including industrial and comercial facilities, owned by a |ocal
jurisdiction, where expansion or redevel opnent is conplicated by real
or perceived contam nation.

(3) "deanup paynents" neans the paynents nade by | essees of forner
brownfield sites as required by section 3 of this act.

(4) "Leasehold excise tax"™ neans an excise tax inposed under
chapter 82.29A RCW on the act or privilege of occupying or using
publicly owned real or personal property.

(5) "Local econom c devel opnent project” neans a project that:

(a) Pronotes econom c devel opnment and job creation or retention by
the private sector; and

(b) I'ncludes cleanup of publicly owned brownfield sites, including
adj acent marine waters, rivers, and | akes, that have been designated a
priority for cleanup in a local econom c devel opnent plan and by the
departnment of ecol ogy.

(6) "Local economc developnent project costs" neans costs
associated wth:

(a) Environnental cleanup, including restoring brownfields and fish
habi t at ;

(b) Street and road construction and inprovenents;

(c) Water and sewer system construction and inprovenents;

(d) Land use planning and associated environnental analysis and
proj ect design;

(e) Relocation, nmaintenance, and operation of property pending
construction of the | ocal econom c devel opnent project;

(f) Conplying with the requirenents of this act and other
applicable | aw, and

(g) Admnistrative expenditures reasonably necessary and related to
t hese costs.

(7) "Local jurisdiction" nmeans a county, city, town, or port
district.
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NEW SECTION. Sec. 3. (1) Local jurisdictions with | ocal economc
devel opnent projects approved by the departnment of comunity, trade,
and econom c devel opnent as provided under subsection (2) of this
section may enter into an agreenent with the Wshington econonc
devel opnent finance authority regarding the issuance of bonds for the
pur pose of financing |ocal econom c devel opnent project costs. The
agreenent shall require that the local jurisdiction: (a) Collect from
any |essee of property associated with a |ocal econom c devel opnent
project a paynent in an amobunt at |east equal to all |easehold excise
taxes that would be inposed on and collected with respect to property
associated with the conpleted | ocal econom c devel opnent project but
for the exenption granted by section 13 of this act; (b) pledge the
cl eanup paynents collected to the paynent of these bonds; (c) stop
collection of cleanup paynents when the bond obligations have been
satisfied; (d) notify the | essee of the obligation to pay any | easehol d
excise taxes which may be due subsequently; and (e) notify the
departnment of revenue, wthin thirty days of the date the bond
obligations have been satisfied, that the collection of cleanup
paynments has ceased.

(2) No local jurisdiction may enter an agreenent wth the
Washi ngton econom c devel opnent finance authority wunder this act
unl ess:

(a) They have delivered a | ocal econom c devel opnent project plan
to the departnent of conmmunity, trade, and econom c devel opnent that
includes a description of the contenplated property and the |ocal
econom ¢ devel opnent project; the estimated cost of the total project,
including both public and private conponents; the estimted period
during which the | easehol d excise tax exenption in section 13 of this
act is to be operative and cleanup paynents from | essees are to be
devoted to neeting bond obligations; the proposed use of bond funds
financing the public portion of the project; and the estimted anounts
to be derived from the cleanup paynents during the period in which
bonds for the project are being paid off;

(b) The departnent of conmmunity, trade, and econom c devel opnment
has reviewed the plan and determned that the project neets the
definition of |ocal econom c devel opnent project under section 2 of
this act;
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(c) The local jurisdiction denonstrates they are working with the
departnment of ecology to clean up the property consistent with the
requirenents in the nodel toxics control act, chapter 70.105D RCW

(3) Collection of cleanup paynents nust cease when the paynents are
no | onger necessary or obligated to pay the costs associated with the
| ocal econom c devel opnent project.

NEW SECTION. Sec. 4. The local economc devel opnent project
financi ng account shall be established by the authority. The proceeds
of all cleanup paynents collected with respect to property associ at ed
with a conpleted | ocal econom ¢ devel opnent project shall be deposited
into the | ocal econom c devel opnent project financing account. Only
t he Washington econom c devel opnent finance authority may authorize
expenditures from the account and no appropriation is required for
expenditures. The noney in the account nust be used for the purposes
of bond resolution or trust indenture under which the bonds are issued
under this chapter and may not be used to replace or supplant existing
funding. The deposit of cleanup paynents required under this section
shal | cease when the authority specifies that all nonetary obligations
associated with bonds issued to pay a local economc devel opnent
project's costs have been net.

NEW SECTION. Sec. 5. In connection with any bonds issued by the
authority under the terns of this act, the authority shall enter into
agreenents with participating local jurisdictions which shall provide
for the deposit by each local jurisdiction of all cleanup paynents
collected on property associated wth the conpleted |ocal economc
devel opnent project. Cl eanup paynents shall be disbursed binonthly
into the | ocal econom c devel opnent project account. C eanup paynents
col l ected shall be sufficient, together with other revenues avail abl e
to the authority, if any, to: (1) Pay the issuance and adm ni strative
fees set by the authority; (2) pay the local econom c devel opnent
project costs financed by the authority, to the extent that the paynent
of the costs has not otherw se been adequately provided for; (3) pay
the principal of, premum if any, and interest on outstandi ng bonds of
the authority issued to finance the |ocal econom c devel opnent project
costs as the sane shall becone due and payable; and (4) create and
mai ntain reserves required or provided for in any bond resolution or
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trust indenture authorizing the 1issuance of such bonds of the
authority. The authority's paynments shall not be subject to
supervision or regulation by any departnent, commttee, board, body,
bureau, or agency of the state other than the authority.

NEW SECTION. Sec. 6. (1) The authority shall provide the assessor
and treasurer of the county within which the | ocal econom c devel opnent
project is |ocated and the departnment of revenue of the parcel nunber
or nunbers and street address or addresses, if any, associated with all
property that is part of a |ocal econom c devel opnent project.

(2) The authority my, from tinme to tine, issue its special
obligation bonds in order to carry out the purposes of this chapter and
to enable the authority to exercise any of the powers granted to it in
this chapter. The bonds may be issued on either a taxable or federally
t ax- exenpt basi s. The bonds shall be issued pursuant to a bond
resolution or trust indenture and shall be payable solely out of the
| ocal econom c devel opnent project financing account created in section
4 of this act. The |ocal econom c devel opnment project financing
account shall be funded in whole or in part from noneys paid by one or
nore | ocal jurisdictions for whose benefit such bonds were issued and
fromany other sources authorized by law, including fromthe proceeds
of bonds issued by the authority for the purpose of refunding any
out st andi ng bonds of the authority.

(3) The bonds may be secured by:

(a) Afirst lien against any unexpended proceeds of the bonds;

(b) Afirst lien against noneys in the | ocal econom c devel opnent
project financing account created in section 4 of this act;

(c) A first or subordinate lien against the cleanup paynent
recei pts of the local jurisdiction or jurisdictions that are coll ected
on property associated with the conpleted |ocal econom c devel opnent
proj ect or projects;

(d) A first or subordinate security interest against any real or
personal property, tangible or intangible, of the local jurisdiction or
jurisdictions that is associated with the |ocal econom c devel opnent
proj ect ;

(e) Any other real or personal property of the local jurisdiction
or jurisdictions, tangible or intangible;

(f) Any conbination of (a) through (e) of this subsection; or
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(g) Any other security the authority may deem appropriate or
necessary.

Any security interest created agai nst the unexpended bond proceeds
and against the |ocal econom c devel opnment project financing account
shall be imediately valid and binding against the npbneys and any
securities in which the noneys may be invested w thout authority or
trustee possession, and the security interest shall be prior to any
party having any conpeting claim against the noneys or securities,
wi thout filing or recording under Article 9A of the Uniform Comrerci al
Code or Title 62A RCW and regardl ess of whether the party has notice
of the security interest.

(4) The bonds may be issued as serial bonds or as term bonds or any
such conbi nation. The bonds shall bear such date or dates; mature at
such tinme or tines; bear interest at such rate or rates, either fixed
or variable; be payable at such time or tinmes; be in such
denom nati ons; carry such regi stration privil eges; be made
transferabl e, exchangeable, and interchangeable; be payable in |awful
money of the United States of Anmerica at such place or places; be
subject to such terns of redenption; and be sold at public or private
sale, in such manner, at such tine, and at such price as the authority
shal |l determ ne. The bonds shall be executed by the manual or
facsimle signatures of the chairperson and the authority's duly
el ected secretary or its executive director, and by the trustee if the
authority determnes to use a trustee. At |east one signature shall be
manual | y subscri bed.

(5) Any bond resolution, trust indenture, or agreenent with a | ocal
jurisdiction relating to bonds issued by the authority or the financing
or refinancing made avail able by this act may contain provisions, which
may be made a part of the contract with the holders or owners of the
bonds to be issued, pertaining to the foll ow ng, anong other matters:

(a) The security interests granted by the local jurisdiction to
secure repaynent of any anounts financed and the perfornmance by the
| ocal jurisdiction of its other obligations in the financing;

(b) The security interests granted to the holders or owners of the
bonds to secure repaynent of the bonds;

(c) Rentals, fees, and other amounts to be charged, and the suns to
be raised in each year through such charges, and the use, investnent,
and di sposition of the suns;
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(d) The segregation of reserves or sinking funds, and the
regul ation, investnent, and disposition thereof;

(e) Limtations on the purposes to which, or the investnents in
whi ch, the proceeds of the sale of any issue of bonds nay be appli ed;

(f) Terns pertaining to the issuance of additional parity bonds;

(g) Terns pertaining to the incurrence of parity debt;

(h) The refundi ng of outstandi ng bonds;

(i) Procedures, if any, by which the terns of any contract wth
bondhol ders nmay be anmended or abrogat ed,;

(j) Acts or failures to act that constitute a default by the | ocal
jurisdiction or the authority in their respective obligations and the
rights and renedies in the event of a default;

(k) Ternms governing performance by the trustee of its obligation
or

(1) Such other additional covenants, agreenents, and provisions as
are deenmed necessary, useful, or convenient by the authority for the
security of the holders of the bonds.

(6) Bonds may be issued by the authority to refund other
out standi ng authority bonds, at or before the maturity thereof, and to
pay any redenption premumwth respect thereto. Bonds issued for such
ref undi ng purposes may be conbined with bonds issued for the financing
or refinancing of new local economc developnent project costs.
Pendi ng the application of the proceeds of the refunding bonds to the
redenption of the bonds to be redeened, the authority may enter into an
agreenent or agreenents with a corporate trustee under section 8 of
this act with respect to the interiminvestnment of the proceeds and the
application of the proceeds and the earnings on the proceeds to the
paynment of the principal of and interest on, and the redenption of the
bonds to be redeened.

(7) Al bonds and any interest coupons appertaining to the bonds
are negotiable instrunents under Title 62A RCW

(8 Neither the nenmbers of the authority, nor its enployees or
agents, nor any person executing the bonds is |iable personally on the
bonds or subject to any personal liability or accountability by reason
of the issuance of the bonds.

(9) The authority may purchase its bonds with any of its funds
avail able for the purchase. The authority may hol d, pledge, cancel, or

p. 7 SSB 6327



© 00 N O Ol bW

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25
26
27
28
29
30
31
32
33
34
35
36

resell the bonds subject to and in accordance with agreenents wth
bondhol ders.

NEW SECTION. Sec. 7. Bonds issued under this chapter shall not be
deened to constitute obligations, either general or special, of the
state, or a pledge of the faith and credit of the state, or a general
obligation of the authority. The bonds shall be special obligations of
the authority and shall be payable solely from the |ocal economc
devel opnent project financing account created in section 4 of this act.
Except for any initial appropriations which may be made, the fund or
funds shall be funded in whole or in part from noneys paid by one or
nmore | ocal jurisdictions for whose benefit such bonds were issued and
fromany other sources authorized by law, including fromthe proceeds
of bonds issued by the authority for the purpose of refunding any
out st andi ng bonds of the authority. The issuance of bonds under this
chapter shall not obligate, directly, indirectly, or contingently, the
state to levy any taxes or appropriate or expend any funds for the
paynment of the principal or the interest on the bonds.

Nei ther the proceeds of bonds issued under this chapter nor any
nmoney used or to be used to pay the principal of or interest on the
bonds shall constitute public noney or property. Al of such noneys
shal | be kept segregated and set apart fromfunds of the state and any
political subdivision of the state and shall not be subject to
appropriation or allotnment by the state or subject to the provisions of
chapter 43.88 RCW

NEW SECTION. Sec. 8. All noneys received by or on behalf of the
authority under this chapter, whether as proceeds from the sale of
bonds or from participants or from other sources, shall be deened to be
trust funds to be held and applied solely as provided in this chapter.
The authority, in lieu of receiving and applying the noneys itself, may
enter into an agreenent or trust indenture wth one or nore banks or
trust conpanies having the power and authority to conduct trust
business in the state to:

(1) Perform all of any part of the obligations of the authority
wWth respect to: (a) Bonds issued by it; (b) the receipt, investnent,
and application of the proceeds of the bonds and noneys paid by a | ocal
jurisdiction or available from other sources for the paynment of the
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bonds; (c) the enforcenment of the obligations of a |local jurisdiction
in connection with the financing or refinancing of any project; and (d)
other matters relating to the exercise of the authority's powers under
this chapter

(2) Receive, hold, preserve, and enforce any security interest or
evidence of security interest granted by a local jurisdiction for
pur poses of securing the paynent of the bonds; and

(3) Act on behalf of the authority or the holders or owners of
bonds of the authority for purposes of assuring or enforcing the
paynment of the bonds, when due.

NEW SECTION. Sec. 9. This chapter supplenments and neither
restricts nor Ilimts any powers that the state or any |ocal
jurisdiction mght otherw se have under any |laws of this state.

NEW SECTION. Sec. 10. This chapter provides a conplete,
additional, and alternative nmethod for acconplishing the purposes of
this chapter and shall be regarded as supplenental and additional to
powers conferred by other |aws. The issuance of bonds and refunding
bonds under this chapter need not conply with the requirenents of any
ot her law applicable to the issuance of bonds.

NEW SECTION. Sec. 11. This chapter, being necessary for the
wel fare of the state and its inhabitants, shall be liberally construed
to effect its purposes. Insofar as the provisions of this chapter are
i nconsistent with the provisions of any general or special law, or
parts thereof, the provisions of this chapter shall be controlling.

Sec. 12. RCW 43.163.010 and 1999 c 294 s 1 are each anended to
read as foll ows:

As used in this chapter, the followng words and terns have the
fol | ow ng neani ngs, unless the context requires otherw se:

(1) "Authority" neans the Washi ngton econom c devel opnent finance
authority created under RCW 43. 163. 020 or any board, body, comm ssion,
departnment or officer succeeding to the principal functions of the
authority or to whomthe powers conferred upon the authority shall be
given by | aw,

p. 9 SSB 6327
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(2) "Bonds" nmeans any bonds, not es, debent ur es, interim
certificates, conditional sales or |ease financing agreenents, |ines of
credit, forward purchase agreenents, investnent agreenents, and other
banki ng or financial arrangenents, guaranties, or other obligations
i ssued by or entered into by the authority. Such bonds nay be issued
on either a tax-exenpt or taxable basis;

(3) "Borrower" neans one or nore public or private persons or
entities acting as |essee, purchaser, nortgagor, or borrower who has
obtained or is seeking to obtain financing either fromthe authority or
froman eligible banking organi zati on that has obtained or is seeking
to obtain funds fromthe authority to finance a project. A borrower
may include a party who transfers the right of use and occupancy to
another party by |ease, sublease or otherwise, or a party who is
seeking or has obtained a financial guaranty fromthe authority;

(4) "Eligible banking organi zati on" neans any organi zati on subj ect
to regulation by the director of the departnent of financial
institutions, any national bank, federal savings and | oan association,
and federal credit union |ocated within this state;

(5) "Eligible export transaction"” nmeans any preexport or export
activity by a person or entity located in the state of WAashington
involving a sale for export and product sale which, in the judgnent of
the authority: (a) WII create or maintain enploynent in the state of
Washi ngton, (b) wll obtain a material percent of its value from
manuf actured goods or services made, processed or occurring in
Washi ngton, and (c) could not otherw se obtain financing on reasonabl e
terms froman eligible banking organization;

(6) "Eligible farmer"” nmeans any person who is a resident of the
state of Washi ngton and whose specific acreage qualifying for receipts
from the federal departnment of agriculture under its conservation
reserve programis within the state of Washi ngton

(7) "Eligible person” means an i ndi vi dual , part nership,
corporation, or joint venture carrying on business, or proposing to
carry on business within the state and is seeking financial assistance
under RCW 43. 163. 210;

(8) "Financial assistance" neans the infusion of capital to persons
for use in the devel opnment and exploitation of specific inventions and
products;

SSB 6327 p. 10
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(9) "Financing docunent” neans an instrunent executed by the
authority and one or nore persons or entities pertaining to the
i ssuance of or security for bonds, or the application of the proceeds
of bonds or other funds of, or payable to, the authority. A financing
docunent may include, but need not be limted to, a | ease, install nent
sal e agreenent, conditional sale agreenent, nortgage, |oan agreenent,
trust agreenent or indenture, security agreenent, letter or |ine of
credit, reinbursenent agreenent, insurance policy, guaranty agreenent,
or currency or interest rate swap agreenent. A financing docunent al so
may be an agreenment between the authority and an eligible banking
organi zati on which has agreed to nmake a | oan to a borrower;

(10) "Plan" means the general plan of econom c devel opnent finance
obj ectives devel oped and adopted by the authority, and updated from
tinme to time, as required under RCW 43. 163. 090;

(11) "Econom c devel opnent activities" nmeans activities related to:
Manuf acturing, processing, research, production, assenbly, tooling,
war ehousi ng, airports, docks and wharves, mass conmuting facilities,
hi gh-speed intercity rail facilities, public broadcasting, pollution
control, brownfield cleanup and developnent, solid waste disposal,
federally qualified hazardous waste facilities, energy generating,
conservation, or transmssion facilities, and sports facilities and
industrial parks and activities conducted within a federally designated
enterprise or enpowernent zone or geographic area of simlar nature;

(12) "Project costs" nmeans costs of:

(a) Acquisition, |ease, construction, reconstruction, renodeling,
refurbishing, rehabilitation, extension, and enlargenment of |and,
rights to land, buildings, structures, docks, wharves, fixtures,
machi nery, equi pnment, excavations, paving, |andscaping, utilities,
approaches, roadways and parking, handling and storage areas, and
simlar ancillary facilities, and any other real or personal property
i ncluded in an econom c devel opnent activity;

(b) Architectural, engineering, consulting, accounting, and |egal
costs related directly to the developnent, financing, acquisition,
| ease, construction, reconstruction, r enodel i ng, r ef ur bi shi ng,
rehabilitation, extension, and enlargenent of an activity included
under subsection (11) of this section, including costs of studies
assessing the feasibility of an econom c devel opnent activity;
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(c) Finance costs, including the costs of credit enhancenent and
di scounts, if any, the costs of issuing revenue bonds, and costs
incurred in carrying out any financing docunent;

(d) Start-up costs, working capital, capitalized research and
devel opment costs, capitalized interest during construction and during
the eighteen nonths after estimated conpletion of construction, and
capitalized debt service or repair and replacenent or other appropriate
reserves;

(e) The refundi ng of any outstanding obligations incurred for any
of the costs outlined in this subsection; and

(f) Oher costs incidental to any of the costs listed in this
section;

(13) "Product" nmeans a product, device, technique, or process that
is or my be exploitable comercially. "Product” does not refer to
pure research, but shall be construed to apply to products, devices,
t echni ques, or processes that have advanced beyond the theoretic stage
and are readily capabl e of being, or have been, reduced to practice;

(14) "Financing agreenents" neans, and includes without limtation,
a contractual arrangenent with an eligible person whereby the authority
obtains rights fromor in an invention or product or proceeds from an
invention or product in exchange for the granting of financial and
ot her assistance to the person.

NEW SECTION. Sec. 13. A new section is added to chapter 82.29A
RCWto read as foll ows:

All leasehold interests in conpleted |ocal econonm c devel opnent
projects financed under this act are exenpt fromtax under this chapter
for the period of tine | essees are naki ng cl eanup paynents as required
by this act.

NEW SECTION. Sec. 14. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 15. Sections 1 through 11 of this act

SSB 6327 p. 12
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